DEPARTMENT OF HEALTH AND ENVIRONMENTAL CONTROL
Bureau of Air Quality
Clean Air Interstate Rule (CAIR)/Clean Air Mercury Rule (CAMR)

Stakeholder Meeting Notes
January 30, 2006

Attendees:

See attached list.

Introductions and Opening Comments:

Staff reviewed the details of the proposed CAIR. The issues where we have flexibility were
discussed briefly, as it appears that a consensus among the Department and the stakeholders has
been reached on these issues.

General Discussion of the Clean Air Interstate Rule

1. Timing of NOx Allocations: The majority of stakeholders support a four-year allocation cycle.
The Department has revised the allocation period to a four-year cycle.

2. Calculating the NOx Allowance Allocation Base-line: The Department has revised the proposed
language to include a reallocation period every four years using the highest heat input in the four-
year period immediately preceding the year that the allocations have to be submitted to EPA. This
will coincide with the change in timing of allocations.

A four-year allocation schedule is below. Note that the 2005 heat input data will be used for the
October 2006 and October 2009 allocations submitted to the EPA.

Date Allocations Submitted Control Periods Heat Input Data Years
to EPA

October 2006 2009, 2010, 2011, 2012 2002, 2003, 2004, 2005

October 2009 2013, 2014, 2015, 2016 2005, 2006, 2007, 2008

October 2013 2017, 2018, 2019, 2020 2009, 2010, 2011, 2012

October 2017 2021, 2022, 2023, 2024 2013, 2014, 2015, 2016

3. Fuel-adjusted Allocation System: The Department is proposing a modified rule that adjusts a
facility’s allowances based on fuel type. Instead of a three-tier adjustment (as in the EPA’s model
rule), only two tiers would be utilized. An adjustment factor of 1.0 would be used for all coal-fired
units, and an adjustment factor of 0.6 would be used for all other units.

A couple of stakeholders commented that this two-tier system was a disadvantage to coal-fired
utilities because it reduced the amount of allowances given to them and that the three-tier system
was preferred; however, they understand that this option reflects a consensus agreed upon by
stakeholders.



4. New and Existing Sources for Determining Baseline Heat Input: The Department is proposing a
system based upon using heat input to determine allowance allocations for all sources, existing and
new. Existing sources will be any unit commencing operation before January 1, 2005.

5. NOx New Source Set-Aside: The Department has proposed a new source set-aside of three
percent annually, starting in 2009. Everyone is in agreement that a three percent new source set-
aside is adequate, especially if the allocation period is on a four-year cycle.

6. Treatment of NOx SIP Call Non-EGUs: The Department is proposing to include non-EGUs in
the CAIR NOx Budget Program. Allowances for the non-EGUs will be included in the NOx
budget.

7. Opt-In for non-EGUs: The Department supports opt-in provisions and is proposing that South
Carolina allow these provisions in its regulation.

A discussion of the timing of the regulation followed. The Department intends to have a proposed
regulation published in the State Register by April 2006 with submission to the legislature by the
end of the 2006 session.

General Discussion of the Clean Air Mercury Rule

Staff began this part of the meeting by asking the utilities to explain their proposal for CAMR. A
representative of Santee Cooper presented the proposal. The proposal includes a 20% public health
set-aside. The set-aside is maintained by the Department and made available to the utilities as
needed. None of the allowances in the set-aside are retired. After 2017, utilities can use the
accumulated allowances within South Carolina. They cannot be traded or sold to entities not in
South Carolina.

Next, staff presented the Department’s position regarding CAMR and the public health set-aside.
The Department’s proposal includes a 20% public health set-aside. However, this proposal differs
from the ulitilies’ proposal in that all remaining allowances in the public health set-aside at the end
of a control period will be retired permanently.

The Department, a representative from SELC, and representatives from the utilities further
discussed these proposals in detail. Concerns with the accuracy of the 1999 emissions data were
expressed. Utilities are concerned that the data might not be accurate, and that the state’s utilities
might have greater mercury emissions, thereby requiring additional allowances. Rolling over the
allowances from year to year would provide a cushion because the utilities might not be able to
predict what the electricity demand would be, and consequently how much mercury would be
emitted.

On the other hand, the Department continues to have concerns about the fact that South Carolina’s
1999 emission estimates indicated that our coal-fired utilities were emitting 0.53 tons of mercury,
yet our mercury budget is 0.58 tons.



Next Steps

The Department plans on presenting the rules as proposed to stakeholders to the DHEC Board in
April. The Department will consider other changes prior to that meeting and will inform
stakeholders via e-mail if any changes are proposed.

Next Meeting:

No further meetings have been scheduled at this time.

Those attending the January 30, 2006 meeting were:

Name / Representing Mailing Address Telephone Number &
Email Address
Kyle Boudreaux FPL Group — Cherokee, Georgetown | (651) 691-7358
Facility, Cherokee, SC kyleboudreaux@fpl.com
Jerry Freck SCDHEC/BAQ (803) 898-7787
2600 Bull Street freckje@dhec.sc.gov
Columbia, SC 29201
Heather Preston SCDHEC/BAQ (803) 898-4287
2600 Bull Street prestohs@dhec.sc.gov
Columbia, SC 29201
Lynn Barnes SC DHEC BAQ (803) 898-4298

2600 Bull Street
Columbia, SC 29201

barnesls@dhec.sc.gov

Kevin Clark Santee Cooper (843) 761-8000 ext. 5193
Santee Cooper kjclark(@santeecooper.com
Joe Eller SCDHEC/BAQ (803) 898-3831

2600 Bull Street ellerjc@dhec.sc.gov

Columbia, SC 29201

Jennifer O’Rourke

(803) 256-0670

SC Wildlife Federation jenno@scwf.org
Chester Sansbury (803) 256-0670

SC League of Women csansburyl@sc.rr.com
Voters

Jack Preston

SCANA Corp.

(803) 217-9849
jpreston(@scana.com

Jay Hudson
Santee Cooper

Santee Cooper

(843) 761-8000
jhudson(@santeecooper.com

Julie Jordan Metts
Santee Cooper

(843) 761-8000 ext. 4688
jjmetts(@santeecooper.com

Robbie Brown SCDHEC/BAQ (803) 898-4105
2600 Bull Street brownrj@dhec.sc.gov
Columbia, SC 29201

Dan Herlihy Florence, SC (843) 269-0160

Smurfit-Stone

dherlihy@smurfit.com




Name / Representing Mailing Address Telephone Number &
Email Address
Kris Knudsen Duke Power (704) 373-3225
kwknudse@duke-energy.com
Mark Hollis (704) 373-3726
Duke Power mehollis@duke-energy.com
John Hursey SC DHEC BAQ (803) 898-4286
2600 Bull Street hurseyje@dhec.sc.gov
Columbia, SC 29201
Deborah Basnight INVISTA (803) 425-2773

Deborah.m.basnight@invista.com

John Suttles
Southern Environmental
Law Center

200 West Franklin Street, Suite 330
Chapel Hill, NC 27516

(919) 945-7130
jsuttles@selcnc.org

Nelson Roberts SCDHEC/BAQ (803) 898-4122
2600 Bull Street robertln@dhec.sc.gov
Columbia, SC 29201
Mike Kennedy (727) 820-5567
Progress Energy j-michael kennedy@pgnmail.com

Nacosta C. Ward

U.S. EPA, Region 4
61 Forsyth Street
Atlanta, GA 30303

(404) 562-9140
ward.nacosta@epa.gov

Latoya Miller U.S. EPA, Region 4 (404) 562-9885
61 Forsyth Street miller.Latoya@epa.gov
Atlanta, GA 30303

Rhonda Banks Thompson | SCDHEC/BAQ (803) 898-4391
2600 Bull Street thompsrb@dhec.sc.gov

Columbia, SC 29201




